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Prospects  of  Exportation  of  Machine  Tools 
to  Russia  Now  and  After  the 
Present  War 

By  R.  PouAKOFF,  Mwhanieal  Engineer;  Awidant  Professor 
of  Mwhanical  Technology,  Technical  Inetiiute,  Moe^ 
cow,  Russia;  Commissioner ,  Russian  Govern^ 
metU  Pvrchasing  Commission  in  U.  S.  A. 

Mr.  President  and  Gentlemen  of  ihe  AssodaUan: 

It  was  with  the  greatest  pleasure  that  I  accepted  the  in- 
vitation of  your  president,  Mr.  Doan,  to  say  a  few  words 
at  your  present  convention  on  the  prospects  for  the  ex- 
portation of  American  machine  tools  to  Russia  now,  and 
after  the  present  war.  The  reasons  are  manifold: 

Although  I  have  been>way  from  my  mother-country  for 
nearly  three  years  (this  long  absence  being  interrupted  only 
by  four  very  short  trips  to  Russia),  I  have  not  lost  the  habit 
of  speakii^  before  an  audi^ice,  and  I  certainly  feel  very 
glad  and  grateful  for  the  opportunity  offered  to  me  to 
give  vent  to  this  habit,  especially  in  this  case,  when  I  have 
the  honor  to  speak  before  an  audience  composed  of  the 
leading  industriiJ  msxt  of  the  United  States  of  America. 

The  subject  of  my  speech,  machine  tools,  cannot,  in 
view  of  its  importance,  be  paralleled  by  any  other  subject, 
no  matter  if  one  speaks  of  either  peace  or  war  times.  I 
presume  that  you  all  share  in  the  same  creed,  and  agree 
with  me  that  the  progress  of  the  human  race  and  the 
existence  of  it  begins  with  machine  tools  and  is  closely 
dependent  upon  them.  Therefore,  one  feels  extremely 
flattered  to  be  called  upon  to  speak  on  a  subject  of  such 
vast  importance  and  far-reaching  influence. 

In  eonsidering  the  jHrospects  <tf  exportation  d  machine 
tools  to  Russia,  we  have  to  find  out  first  if  there  are  any 
such  prospects  at  all.  This  is  a  most  natural  question,  and 
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it  can  be  answered  only  in  one  way — in  the  i^Grmativey  of 

course.  Russia  became  acquainted  with  American  ma- 
chinery many  years  before  the  war  broke  out,  has  learned 
their  value,  and  has  acknowledged  their  superiority,  as 
compared  with  similar  products  of  othw  countries.  It  is 
true  that  the  amoimt  of  machinery  imported  into  Russia 
from  the  United  States  before  the  war  was  considerably 
less  than  the  number  of  machines  imported  from  other 
counlneSy  chiefly  from  Germany  and  England,  but  this 
fact  is  being  accounted  for  cqpedfie  reasons,  scnne  of  which 
are  as  follows: 

In  the  last  two  or  three  years  preceding  the  war  the 
import  of  machinery  to  Russia  amounted  approximately 
to  from  $4,000,000  to  $5,000,000.  About  three-fourths  of 
the  import,  to  the  value  of  $3,500,000  originated  from 
Germany,  about  $1,000,000  from  England,  and  about 
$1,000,000  from  the  United  States.  I  do  not  deem  it 
necessary  to  point  out  why  Germany  obtained  the  bulk 
<tf  the  business.  It  has  be^eacplained  on  many  an  occasion, 
and  it  is  being  pointed  out  every  time  mie  rrfero  to  the  part 
superiority  of  Germany,  in  any  line  of  industry,  be  it  ma- 
chine tools,  or  just  buttons  for  ladies'  waists.  However, 
with  reference  to  machinery  in  particular,  we  have  to  point 
out  the  fdlowing  spedic  reasons: 

While  there  cannot  be  the  slightest  doubt  that  in  most 
cases  the  German  machine  tools  were  of  inferior  quality, 
it,  however,  served  the  purpose  quite  satisfactorily,  supply- 
ing the  ordinaiy  user  with  a  cheaper  machine.  Some 
{daces  in  Geimany  made  quite  a  spedalty  <^  cheap  lathes, 
for  instance,  the  Chemnits  districts  in  Saxony,  which  turned 
out  lathes  in  big  quantities  and  at  cheap  prices.  If  some  of 
you  ever  happened  to  be  in  Chemnitz  you  probably  have 
seen  these  factories,  emplcqdi^;  cheap  labor,  getting  their 
castings  from  anotbm  factory,  supplying  witiii  beds  a  num« 
ber  of  shops,  etc. — circumstances  which  allowed  the 
Chemnitz  manufacturers  to  sell  a  16"  lathe,  with  an  extra 
treadle  drive,  at  $170.00  in  Moscow,  freight,  duty  and 
ag^ts'  cramiisBioii  aU  included. 

2 


It  is  noteworthy  that  the  types  of  the  German  ma- 
chinery were  so  to  say  inspired  by  the  United  States 
product,  and  in  many  a  case  they  were  an  imitation,  a  copy, 
(A  tte  American  machme,  yet  iiiffy  were  bettw  adi^ted  for 
the  sale.  An  instance  which  I  am  goin^  to  cite  now  iHll 
make  clear  to  you  how  this  was  attained  by  the  German 
manufacturers. 

Take  a  bolt  and  rivet  forging  machine  of  certain  size, 
which  is  classified  by  the  American  manufacture  for  nuic- 
ing  rivets  up  to  say  1"  dmmeter.  The  German  manu- 
facturer took  this  machine,  copied  it,  but  specified  that 
it  is  capable  of  producing  rivets  up  to  134"  or  even  IJ^" 
and  so  he  tras  able  to  produce  a  machine  which  was  con- 
siderably cheaper  than  the  American  machine  of  IH'' 
capacity.  But  the  German  manufacturer  often  tamed  out 
to  be  victorious  also  in  the  practice  of  using  the  machine. 
Why?  Because  a  I)^"  machine  is  not  always  used  to 
produce  IH"  rivets,  more  dtbm  it  is  used  for  making  rivets 
of  mnaller  sise,  which  work  the  German  machine  natunlly 
withstood  all  right;  and  if  a  breakdown  sometimes  occurred 
to  the  machine  when  worked  on  1^"  size,  well,  the  metal 
might  have  been  too  cold  or  too  strong,  so  far  as  tensile 
stmigth  was  concerned,  etc.,  and  finally  the  Russian  user, 
not  going  too  deep  into  the  whys  and  wherefores,  simply 
reinforced  sometimes  a  certain  part  of  the  machine  which 
he  found  to  be  too  weak  when  called  upon  to  work  on  the 
limit  sise,  and  when  this  was  done  the  machine  was  all 
right,  after  alL  You  all  know  that  the  best  German  ma- 
chine tool  building  concerns  woe  manufacturing  their 
machines  on  American  lines;  take,  for  instance,  the  firms 
of  Ludwig  Loewe  &  Co.,  in  tools  for  machine  shops;  De 
Fries  and  Hasendever  in  machines  for  the  forge  shops; 
Pittl^,  in  their  automatics,  etc.;  but  naturally  they  pro* 
duced  them  cheaper  than  the  oorresponding  firms  in  the 
United  States.  They  were  all  nearer,  so  to  say,  so  far  as 
means  of  communication  and  intercourse  were  concerned, 
and  naturally  sooeeeded  more  easily  in  doing  business  with 
Russia  than  other  countries,  the  United  States  included- 
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There  is  one  more  reason  which  ought  to  be  mentioned 
here;  after  all,  taking  everything  into  consideration,  you, 
American  manufacturers  of  machine  tools,  at  least  the 
majority  of  you,  to  be  just  to  the  minority,  £d  not  look 
after  export  business,  did  not  care  much  about  the  export 
trade,  and  in  cases  when  you  did  care,  you  wanted  the 
Germans  to  do  all  the  bother  for  you,  you  only  wanted  to 
receive  the  checks.  While  this  may  have  been  a  good  busi- 
ness policy  in  ante-war  times,  it  cannot  hold  good  now, 
and  especially  after  the  war.  Not  having  attended  per- 
sonally to  the  Russian  export  market  you  did  not  get  any 
knowledge  of  it,  and  if  you  really  now  want  to  enter  the 
fi^d,  you  have  to  do  so  afresh,  without  any  previous  ex- 
perience, this  latter  having  been  buried  in  the  offices  sskd 
heads  of  your  former  German  agents.  This  was,  so  to  say, 
your  first  pre-war  mistake. 

Let  us  now  see  what  happened  during  the  war. 

The  war  created  of  course  an  ea<»*moi]»  demand  on 
machine  tools  in  all  the  warring  countries,  in  Russia  among 
them.  The  former  supply  of  machine  tools  to  Russia,  e. 
Germany  having  been  cut  off,  all  eyes  and  hopes  were 
turned  towards  £kigland»  the  ally  of  Russia,  and  the 
United  States.  England  could  not  satisfy  all  the  Rossuin 
wants,  though  she  did  satisfy  many,  and  America  was 
therefore  called  upon  to  give  the  balance,  but  here  again 
the  American  manufacturer  made  the  same  mistake  which 
he  had  made  hefme  the  war;  he  allowed  a  number  of  re- 
sponsible and  irresponsible  persons  to  act  for  him,  and  in 
many  cases  these  persons  did  not  act  as  they  should  have 
acted. 

For  example,  promises  were  made  which  evidently 
could  not  be  fulfiUed  under  any  circumstances.  To  illus-* 
trate:  In  May,  1915,  a  certain  young  Russian  Ceramic  En- 
gineer applied  to  me  in  Moscow  asking  me  to  help  him  get 
a  position  in  his  specialty.  At  that  time  I  had  no  such 
position  for  him  in  view.  In  July,  1915,  I  met  him  on  the 
main  prmnenade  in  Petn^prad,  and  asked  him  how  he  was 
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getting  along— "Very  well,"  he  said.  "I  now  sell  lathes." 

"Lathes?*'  I  was  surprised.  ''What  has  this  to  do  with 
ceramics?  Whose  lathes  do  you  sell?"  And  he  mentioned 
ft.n  American  firm,  which  for  my  illustration  we  shaU  call 
East  Kent.  '^I  can  offer  you  one  hundred  lathes  a  month, 
delivery  starting  next  Sept^bw."  A  few  days  ktor  I  wait 
to  London,  came  in  touch  with  different  dealers,  and  one 
of  them  offered  me  again  100  East  Kent  lathes  a  month, 
deUv^  starting  nes^t  September.  One  day  I  went  from 
London  to  Lmoester,  and  visited  there  a  cwtaan  manu- 
facturer who  also  dealt  as  agent  for  some  Aimrican  ma^ 
chine  tool  manufacturer,  and  amongst  his  machines  he 
offered  me  East  Kent  lathes  at  the  rate  of  100  per  month 
starting  n^  September. 

I  came  to  New  Ywk  in  Augiust,  1915,  called  <m  a  certain 
forwarding  agent  to  arrange  about  some  of  our  shipments. 
It  turned  out  that  he  had  in  his  office  also  a  man  who  was 
selling  machine  tools,  who  offered  me,  what  do  you  think? 
East  Kent  latlm  at  the  rate  of  100  per  month,  delivery 
starting  next  Septombw.  I  did  not  order  100  lathes,  but 
I  ordered  four  to  be  delivered  in  October,  1915,  and  have 
not  got  them  yet  in  October,  1917! 

Here  we  have  a  case  where  the  manufactiu'er  had  nearly 
as  many  agents  as  th^  were  units  in  the  advertised  rate 
of  his  monthly  deliveries,  who  all  toek  orders  for  him  witii* 
out  any  chance  of  living  up  to  the  promises! 

As  another  illustration  of  unsound  business  politics,  I 
shall  quote  a  few  cases  of  another  character. 

A  certain  machine  tod  was  being  sold  in  this  country  for 
$3,300  f.  o.  b.  New  York.  This  price  included  also  the 
dealer's  commission.  The  price  which  the  Russian  agent 
charged  for  the  same  machine,  with  the  consent  of  the  man- 
ufacturer, WBB  $4500  also  f.  o.  b.  New  York,  or  more  than 
35%  higher.  For  a  Cincinnati  lathe  of  well  known  make 
whose  price  was  quoted  by  the  manufacturer  only  about 
nine  months  ago  as  $1050,  the  Russian  agent  of  the  man- 
ufacturer charged  $2375  early  in  1916.    Certain  press 


outfits  costing  not  more  than  $17,000  per  unit  were  charged 
by  the  manufacturer  or  his  agent  just  double  this  amount. 

Do  you  not  think  that  cases  like  these  discredit  the 
American  manufacturer,  though  perhaps  and  meet  i»obar 
bly  so  through  no  fault  of  his  own  but  of  his  agent  in  whcHU, 
as  in  pre-war  times,  he  confided  blindly?  Can  one  cite 
many  cases  when  the  American  manufacturers  sent  their 
<mn  men  to  Russia  during  the  war,  instead  of  dealing  with 
persons  tmd  firms  whom  they  did  not  even  know?  If  mieh 
cases  existed,  and  I  know  myself  they  did  exist,  they  can  be 
quoted  mostly  as  exceptions  proving  the  general  rules. 

The  question  naturally  arises  whether  the  same  policy 
will  be  upheld  aii&c  the  war.  There  is  not  the  slightest 
doubt  that  the  demand  for  machine  tools  in  Russia  after  tibe 
war  will  be  very  great.  To  understand  this  assertion,  the 
following  factors  must  not  be  lost  sight  of.  First  of  all  the 
rehabilitation  of  the  regions,  the  devastation  of  which  was 
so  tiioroughly  attended  to  by  the  Genoans,  will  have  to  be 
carried  out  as  quickly  as  possible  when  peace  permits. 
Apart  from  this,  another  perhaps  even  more  influential 
factor  is  coming  into  play  during  the  present  war  as  a 
direct  result  of  the  revolution.  To  state  it  more  plainly: 

Whatever  oonditMns  exist  now  in  Russia,  which  are 
not  as  hopelessly  bad  as  they  are  {uctured  by  some  sensa- 
tion  seeking  newspapers  and  newspaper  correspondents 
and  so-called  eyewitnesses,  the  coimtry  is  undergoing  a 
proeess  (tf  reeeneratioii  and  reconstruction,  which  will  re- 
sult in  «i  aven^  m<»e  demo<9ratic  level  of  life  than  that 
which  existed  heretofore,  and  it  can  be  accepted  as  an 
axiom,  and  statistics  prove  it,  that  in  a  democratic  country 
the  income  per  capita  and  also  the  needs  which  incomes 
create  are  much  higher  than  in  a  n<»)Hkanocratic  country. 

By  what  means  will  these  intseased  needs  of  the  emmtry 
be  met?  By  importing  everything  she  wants?  Certainly 
not.  This  would  be  a  financial  fallacy,  leading  to  bank- 
ruptcy. The  debt  of  Russia  is  now  large  enough,  and 
certainly  it  will  be  out  of  question  f (ur  any  form  oi  govem- 
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ment  still  to  increase  it  by  allowing  foreign  goods  to  be  im- 
ported in  unlimited  quantities,  and  in  this  way  still  more 
to  turn  down  the  level  of  financial  stability. 
.  Rusua  has  all  the  physical  resources  one  can  imagine, 
she  has  all  the  men  and  material  wanted  to  transform  these 
resources  into  useful  commodities  and  pleasures  of  hf e  and 
in  order  to  decrease  her  indebtedness  which  can  be  done  only 
through  proper  balancing  of  the  export  and  import  sheets 
of  her  trade  ledgw,  she  will  have  to  start  numerous  factories 
ri^ht  away,  so  to  say,  f actcnnes  of  evracy  kind  and  descrip- 
tion. No  time  must  be  lost  in  that,  as  there  is  no  time  for 
preparing  herself  to  manufacture  the  machinery  that  is 
required  to  run  the  factories  and  everything  directly  and 
indirectly  connected  with  them;  and  here  again,  as  before, 
I  must  point  out  that  whichever  tomeh  of  industry  you 
take  in  any  country,  whichever  side  of  a  progressive  national 
life,  the  machine  tool  comes  to  the  forefront  as  an  active 
primary  motive,  as  a  generating,  stabiUzing  and  propelling 
factor.  Machine  tools  are  helping  and  will  help  us  to  win 
the  war,  machine  tools  will  hdp  us,  and  therefore  we  shall 
want  them  perhaps  even  more  than  now  during  the  war 
to  better  our  life  after  the  war. 

To  summarise:  1.  There  is  not  the  slightest  doubt  that 
Russia  can  be  a  good  nuuket  fw  Amaican  machine  tools 
after  the  war.  2.  To  avail  themsdves  <rf  this  maricet,  the 
American  manufacturers  have  to  be  interested  in  it. 
3.  Provided  such  an  interest  will  exist,  the  pre-war  business 
polusy  of  the  Ammcan  machine  tool  manufacturer  will 
have  to  be  changed,  and  a  new  policy  substituted  and 
adopted. 
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